“Strategic Thinking in USAID: Shaping Qur Future”
February 10 and 11, 2003 Workshop

Synt hesi s and Next Steps

Forty senior USAID professionals net for two days to

di scuss how USAI D can best neet the crucial foreign

assi stance chal l enges before it. USAID s past, present and
future were discussed candidly as workshop participants
reviewed i nportant “influences” affecting USAID s policies
and prograns. These influences included the Natsios
Report, “Foreign Assistance in the National Interest,” the
Nat i onal Security Strategy, the Monterrey consensus and the
MCA, several other policy oriented studies, and the FAA
Key ideas in these docunents were identified and their
strategic inplications for USAID were consi dered, including
what to incorporate into the five year strategic plan now
bei ng forged by State and USAI D.

The attendees participated vigorously in the workshop.

They were gratified to be part of a serious, agency w de
effort to identify key challenges inpacting USAID s future
and to help develop policies to guide USAID s response to
them They enthusiastically encouraged USAI D nanagenent to
shape a new mi ssion and core policy statenent quickly to
maxi m ze USAID s effectiveness in the near and | ong terns.
A synthesis of the work of the attendees foll ows:

l. The Chal | enge:

Maj or foreign policy and devel opment needs are
pressing in on the United States fromall sides, but
key U S. policy makers and opi nion | eaders do not
bel i eve that USAID addresses them deci sively or
effectively, or perhaps nore inportantly, is even
capabl e of doing so. This perception decreases
USAID s opportunity to engage in key foreign

assi stance activities of the United States, eroding
Its position within the foreign assistance

constel l ati on--substantively, budgetarily, and
operationally. If the Agency fails now to denonstrate
the thinking and operational capability to neet the
chal  enges and opportunities identified in the Natsios
Report, and the national security role envisioned in



the NSS for foreign assistance, USAID wi |l becone
I ncreasingly irrel evant.

Foreign assistance is identified now as a crucial el enent
of the U.S. national security strategy; U.S. funding of
foreign assistance is rising dramatically as a consequence.
After 9/11, the security environnent elevated the

i nportance of foreign assistance, an inportance accel erated
by the security concerns associated with weak states, as
wel | as grow ng humanitarian concerns, especially the

i npact of the HI V/ Al DS pandem c. However, despite these

| oom ng concerns and USAID s experience in addressing them
both Steve Radel et and David Gordon nade the point that
USAID is no longer at the heart of foreign aid in the m nds
of nost USG policy makers. USG agencies other than USAI D
and newly created nmanagenent entities are increasingly
being used to deal with countries and issues, and to
control the requisite funding where central foreign

assi stance chal | enges are invol ved.

Wiy is this happening? A part of the answer is surely
because the grave issues before the U S. and the world
require different approaches that cut across agency turf at
the national level. But USAID is al so being cut out
because too many policy nakers are convinced that it does
not performwell —+t |acks ideas, and is defensive,

unr esponsi ve and excessively bureaucratic. For a variety of
reasons, pointed out by Radal et, policymakers are unable to
det erm ne what USAI D does and does not do well. Saddled in
t he past by Congress and others wi th doing everything and

t hen hobbled as to how it nust operate, USAID is bogged
down in ways that undermne its performnce, nake it
difficult to denponstrate success in the face of often

i ndeterm nate or conflicting objectives. For its part,
USAI D has often done a poor job in delivering a conpelling
and coherent “nessage” to Adm nistration policynakers, the
Congress, and the public.

I1. The Qpportunity:

The broad environnent in terns of support for foreign
assi stance from key policymkers has created an
extraordi nary opportunity for USAID. The Agency is now
at a “defining nonent” during which it can
dramatically and positively shape its future
contributions to U S. foreign assistance objectives.



As the February 2" Washi ngton Post “Tough Love”
editorial concluded, to realize this opportunity, we
will “have to carry out what ampunts to a revol ution
I n thinking about aid in general and USAID in
particul ar.”

The die is cast. This President and his adm nistration

pl ace maj or enphasis on allocating foreign aid based on
performance, past and present. Monterrey principles and
the energing MCA are concrete exanples. Wite House
attention to critical challenges such as H V/ Al DS,
extremsmin the Muslimworld and el sewhere, fam ne and
energencies is apparent. War on terrori smand agai nst
rogue states is clearly part of the future. Failing states
and conflict abound in many parts of the globe. And, while
of ficial devel opnment assistance fromthe U S. is

i ncreasing, private financial flows conprise a grow ng
portion of the U S. resources going to transitional
countries and the devel opi ng worl d.

The U. S. Governnent, at the highest level, is seized with
this mx of issues and problens daily. Policynakers are

| ooki ng for capabl e organi zati ons to address these concerns
I n productive, decisive, successful ways. USAI D nust
fashion core policies, strategies and approaches to this

m x of issues and problens, and denonstrate solid
performance in taking themon. Only in this way wll the
Agency be able to grasp the opportunity to contribute to
key foreign assistance objectives and ensure its own
future.

Wor kshop participants agreed that creation of a
conprehensi ve ni ssion and core policy statenent is needed
in addition to the joint State/ USAID Strategic Plan now
under devel opnent. This plan, while providing a strategic
framework tying USAID s work to the State Departnents
broad foreign policy objectives, is not sufficient to
articulate the vision, priorities and approaches that are
needed by USAID for the future.

The Agency’s mi ssion and core policy statenent — to be
developed initially in a white paper” -- would assimlate
the various influences considered during the workshop, and
t hen answer the key strategi c questions:

¢ VWhat does USAID do best, and should therefore focus on?
¢ What can USAID explicitly elimnate fromits portfolio?



¢ How can USAID work nore effectively within the US
i nteragency to contribute to a broader range of foreign
assi stance objectives led by other U S. agencies?

A conpelling m ssion and core policy statenent woul d al | ow
USAID to provide | eadership across the U S. Governnent in
shapi ng devel opnent-rel ated forei gn assi stance activities,
whil e identifying when and how t he Agency shoul d support
other foreign policy objectives. The results of this
initiative will informthe final State/USAID Strategic

Pl an, and provide val uable input for any possible
Congressional attenpts to rewite the FAA

[, M ssi on and core policy

At the event, AA/PPC Patrick Cronin articul ated key
paraneters of USAID s core policy/ mssion statenent

in his identification of a possible new typol ogy of the
devel opi ng worl d:

1) MCA recipient countries

2) Non- MCA countries
» MCA “near msses” and | onger-term good perforners

3) Poor perforners,
a. Stabl e, but poor commtnent to devel opnent
b. Failing, including those in conflict
c. Failed, including post-conflict

4)States of strategic national security interest

In the foll owi ng el aboration of this typology, USAID s core
busi ness woul d focus primarily on categories 2 and 3;
however, USAID would continue to carry out limted but

i nportant support efforts to both MCA and strategic foreign
policy objectives. The process of devel oping a new m ssion
and core policy statenent shoul d devel op and deepen
consensus on this typology and its inplications for USAID
oper ati ons.

1) Support to MCC functions.

USAI D woul d support the MI | ennium Chal | enge Corporation
(MCC) as it arises, and consider MCC requests to provide



limted assistance with MCA countries. USAID Mssions in
nost, if not all MCA countries would be phased out. In

cl ose-out countries, limted USAID staff could remain in

t he Enbassy, as is the case in certain advanced devel opi ng
countries such as Brazil.

2) “MCA near-m sses and | onger-term good performers -- In
MCA “near-m ss” or tier-two countries, USAI D woul d
concentrate its support heavily on specific criteria areas
needed to nove the nation into MCA eligibility. Exceptions
to these criteria would be Iimted to addressing

transnati onal issues such as the H V/ Al DS pandeni c,

regional trade, and certain environnental matters |ike
wat er shed pl anni ng and nmanagenent.

In countries outside of the MCA tier-two grouping, USAID s
devel opnment efforts would concentrate on good perforners,
identified by MCA criteria that are further fromnnear-term
MCA inclusion. USAID assistance will focus on achieving
performance in specific aspects of devel opnent, especially
econom ¢ growt h; USAI D woul d be hel d account abl e
accordingly. This group will constitute the heart of

USAI D' s devel opnent work. The “devel opnent” case for each
country, including a tine frame, will have to be nade and
then nmeasured. Critical, and often cross cutting thenes
such as governance and institutional reformwould be
enphasi zed. The principal prismto view USAI D perfornmance
in these countries would be novenent toward hi gher MCA

i ndi cator scores in the targeted areas where USAID is at
wor k.

Wthin this group of countries, allocation of USAID
resources would be guided first by country and then by
sector. The partnership principles of the Monterrey
Consensus will be applied as nuch as possible. USAI D nmay
not be able to assist all countries in this category, and
the Agency nust be able to scal e-back or even halt efforts
in particular sectors or with countries altogether if host
country comm tnent | ags and progress is epheneral.

3) Poor Perforners would generally not constitute a core
part of USAID s devel opnent busi ness.

Stabl e or non-strategi c poor perforners where the
commitnment to reformis denonstrably mssing will face



limted or no USAID assi stance. This “tough | ove” approach
IS necessary both to conply with the principles of the
Monterrey Consensus and to free-up limted U S. resources
for countries denonstrating the commtnent to lead their
own devel opnent. Poor perforners may, however, receive
humani t ari an assi stance shoul d the need occur, as well as
programmng |imted to addressing transnational issues such
as the H V/ AIDS pandem ¢ and certain environmental natters.

Failing, failed and conflict states are a new and sel ective
part of USAID s core business. However, USAID nust devel op
a new busi ness nodel to deal with failed and failing states
to enabl e adequate responses in terns of flexibility,
skills and tineliness, and to devel op new nodel s for
preventing the slide into conflict where possible. The use
of nodalities that do not depend upon the typical bilatera
approach, such as use of nultilateral partners or

foundations will be explored. |In any event, DCHA s current
work to strategically link its OFDA, OIl, food and conflict
elenments will be critical to this new approach. 1In these
countries, USAID will dimnish inherent risks and help

ensure successful non-devel opnent rel ated performance.
Post -conflict reconstruction in countries |ike Bosnia and
Af ghanistan will also be central to these efforts, laying
t he groundwork for graduating such countries into the

| onger -term devel opnent al category.

Humani tarian interventions remain a core part of USAID s
busi ness.

USAI D deal s with humanitarian needs effectively both in
terns of responding to natural disasters — fl oods,

eart hquakes, and fam nes — and to conpl ex energencies often
brought about by conflict. In recent years, the resources
allocated to the latter have far exceeded the forner. In
bot h cases, USAID nust do nore to lessen if not prevent the
need for humanitarian assi stance.

4) States of strategic national security interest that

I nvol ve foreign assistance are associated with, but not a
part of, USAID s core business:

These “political” high risk, and generally non-

devel opnental Iy oriented challenges will continue to arise,
frequently involving U S. allies in conflicts involving
terrorismand rogue states. Policynmakers nust treat this
category of countries as a distinct class of assistance
and, as nuch as feasible, such efforts should be funded



wi th ESF or other non-devel opnent assistance. However, when
tapped and in concert wth other US agencies and ot her
donors, USAID will work quickly, flexibly, and effectively
to achieve overall U S. Governnment objectives. States in
this category will be a prime focus of new ways of doing
busi ness.

V. Strategy

USAID will nove quickly to flesh-out the m ssion and core
policy framework. To do this PPCwll formand | ead an

I ntra-agency teamto fully articulate a m ssion and core
policy statenent, or “white paper,” as the overarching
vision for future USAID efforts. It nust be conpl eted

qui ckly. Even while this effort is underway, USAID nust
take steps to denonstrate that a revolution in thinking
about foreign assistance is occurring within the Agency,
and not primarily outside it.

Thi s new thinking nust be immediately reflected in the
joint State-USAID strategic plan currently being drafted.
The introduction to the strategic plan by the USAI D

Adm ni strator provides an opportunity to highlight the
change. Near-term USAID testinony on Capitol Hill and
speeches by USAID officials to other audiences |ikew se
nmust i nclude aspects of this thinking. These ideas would
be included in, and drawn froma variety of sources,

I ncluding PPC s “Revol ution in Devel opnent Assistance”
paper, the Agency’s MCA working group, and DCHA s conflict,
and failing/failed states strategies. The ideas would be
introduced initially to key legislators and H Il staff not
only through testinonies, but via informal conversations by
LPA and other USAID officials. Interagency discussions
shoul d be started soon and utilize the NSC Devel opnent PCC
as a forum Consultations wi th non-governnenta

stakehol ders will be undertaken to informthe drafting of
the m ssion and core policy statenent.

USAID wi I | develop an internal USAID strategy and plan to

I npl ement the m ssion and core policy statenent. This wll
i nvol ve agreenent on any needed managenent flexibility,
real i gnnent of staff, new operational procedures, and
changes in the budget. It wll also include devel opnent of
t he conmuni cation strategy to support the core policies.
The attendees at the conference suggested this strategy be
enbodi ed in a canpaign for | eadership (of the m ssion and



core policy agenda) within the US Governnment and donor
comunity. This | eadership canpai gn, designed to dispe
current perceptions of USAI D weakness, would pronul gate the
m ssion and core policy agenda and key el enents of USAID s
internal strategy to inplenent it. The canpaign, for
exanpl e, would present USAID s new substantive ideas,
showcase its standards of performance, facilitate its
requests for new authorizations if needed, and support

reali gnnment of staff on the H Il and el sewhere as
appropriate. It would hold USAID out as a sound strategic
partner in the interagency process able and willing to work
productively on key foreign assistance issues of this tine.
It would illustrate USAID s new ways of doi ng busi ness
externally where required. Mst inportantly, it would
engage USAID in show ng how aid and USAI D s prograns work
in these areas. It would include a concerted comuni cation
canpai gn, especially with the H Il but also with the
public, to support all aspects of USAID s agenda and rol e
in foreign assistance. This would include devel oping a
strategy with LPA to influence the shape of future

| egi sl ation on foreign aid.

USAI D woul d anal yze changes in the 150 account and work to
reorient its budgeting process as needed to support fully
its mssion and core policy and ensure it neets its m ssion
and core policy performance standards.

V. Next Steps

Work quickly to conplete a mssion and core policy
statenent. This effort will involve articulating and
expandi ng the m ssion and core policy franework as
outlined. The statenent woul d be devel oped as an Agency
“white paper” by a PPC-led intra-agency working group,

with select sem nar participants, RDA and MCA-wor ki ng group
menbers at its core.

As part of this group’s work, PPC will assist the process
by conducting several internal “policy/strategy”

di scussions involving all parts of USAID, including the
field, to consider key aspects of the white paper.
Exam ni ng both what has worked and what has not is critical
to USAID s credibility. The goal of this effort will be to
convi nci ngly expl ain what USAID does best through its
current devel opnent nodels, where new nodels are warranted



to nmeet new chal | enges, and when USAI D does not or can not
devel op a conparative advant age.

The target date for a draft m ssion and core policy
statenent is April 15, 2003.

Begin to incorporate key m ssion and core policy ideas into
USAID s day to day business--in the Adm nistrator’s
testimony and that of other Agency officials, in speeches
to other audiences, in informal discussions with

| egislators and Hi Il staff, OB staff, and other USAID
deci si on maki ng neeti ngs and processes. Mesh the work of
the MCA commttee with the work of the RDA team speed up
production of the DCHA failing/failed states strategy, and
work to develop a strategy for influencing the shape of
future legislation on foreign assistance. | medi ate.

Factor the substantive elenments of the m ssion and core
policy statenent into the joint State-USAID strategic plan
framework (so the core policies becone enbodied in the
strategic framework to the degree possible). USAID wll
conduct discussions of the strategic plan, including a

j oi nt State-USAI D workshop oriented to external

stakehol ders in OWB, the Hill, think-tanks and constituent
groups such as ACVFA, SID, and | NTERACTI ON. Target date for
i ncorporation of key elenments of the m ssion and core
policy statenent into the strategic pan framework is My
15, 2003.

Devel op the internal USAID strategy, plan, proposed changes
in 150 account and budgeting process to inplenent the core
policies. This will involve devel opnment of the |eadership
canpai gn and of plans for any needed realignnent of staff,
new sectoral /cross-sectoral strategi es and operati onal
procedures. Changes required in the current 150 account and
budgeti ng process will be proposed to enable the USGto
appropriately respond to current and future conditions in

t he devel oping world. This phase will also include

devel opnent of LPA's conmmuni cation strategy to support

expl anati on and di ssem nation of the m ssion and core
policy statenent. Target date for conpletion is Septenber
30, 2003.





